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ORIGIN COME-OO 

INFO OCT-01 EUR- 1 2 NEA-10 ISO-OO EB-07 CIAE-00 INR-07 

NSAE-00 TRSE-00 OMB-Ol /038 R 

DRAFTED BY COM/B IC/C AGNE/JB HEARN 

APPROVED BY EB/OCA/CM/LKLIEFORTH 

COM/BIC/CAGNE/APLANAGAN 

COM/BIC/CAGNE/GBECK 

COM/BIC/CAGNE/PBHALE 

STATE/NEA/ARP/CCECIL 

069425 

R 110201Z SEP 76 
FM SECSTATE WASHDC 
TO AMEMBASSY JIDDA 
AMEMBASSY BRUSSELS 

UNCLAS STATE 225084 

E.O. 11652:N/A 

TAGS: BEXP, SA, BE 

SUBJECT:COST ESCALATION CLAUSES IN SAUDI CONTRACTS 

1 . DURING RECENT APPEARANCE AT MIDDLE EAST INSTITUTE IN 
WASHINGTON, SAUDI MINISTER OF PLANNING HISHAM NAZER 
REMARKED THAT SAUDI ARABIA WAS BEGINNING TO RE-EVALUATE 
POSITION ON FIXED PRICE CONTRACTS AND ESCALATION CLAUSES. 
ALSO NOTED THAT COST PLUS, AT LEAST FOR PORTIONS OF 
CONTRACTS, MIGHT SOMETIMES BE IN SAUDI ARABIA'S OWN 
INTERESTS. MIDDLE EAST ECONOMIC DIGEST OF AUGUST 20 
REPORTED BELGIAN CONSORTIUM HAD WON $730 MILLION CONTRACT 

FOR HOSPITALS AND ANCILLARY FACILITIES WHICH INCLUDED 
INDEXATION CLAUSE AGAINST COST ESCALATION ALLOWING FOR 
PRICE INCREASES UP TO $900 MILLION. CONSORTIUM LEADER 
REPORTED BY MEED AS EUROSYSTEM HOPITALIER, A SUBSIDIARY 
OF SOCIETE GENE;AL DE BELGIQUE. 
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2. ACTION REQUESTED: ANY DETAILS EMBASSIES JIDDA AND 
BRUSSELS CAN OBTAIN RE ESCALATION CLAUSE IN BELGIAN CON- 
TRACT WOULD BE HELPFUL. IN PARTICULAR, WOULD APPRECIATE 
ANY INFO POSTS CAN DEVELOP AS TO WHETHER THIS IS SPECIAL 
CASE OR WHETHER IT PRESAGES EVOLUTION OF SAUDI POLICY 
AND CONTRACTING PRACTICE TOWARD WIDER ACCEPTANCE OF COST 
ESCALATION CLAUSES. KISSINGER 
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Automatic Decaptioning: X 

Capture Date: 01 JAN 1994 

Channel Indicators: n/a 

Current Classification: UNCLASSIFIED 

Concepts: n/a 

Control Number: n/a 

Copy: SINGLE 

Draft Date: 11 SEP 1976 

Decaption Date: 01 JAN 1960 

Decaption Note: 

Disposition Action: n/a 
Disposition Approved on Date: 

Disposition Authority: n/a 
Disposition Case Number: n/a 
Disposition Comment: 

Disposition Date: 01 JAN 1960 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1976STATE225084 

Document Source: CORE 

Document Unique ID: 00 

Drafter: BIC/CAGNE/JBHEARN 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: D760343-0913 
From: STATE 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1976/newtext/t19760970/aaaachnm.tel 

Line Count: 68 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ORIGIN COME 
Original Classification: UNCLASSIFIED 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 2 

Previous Channel Indicators: n/a 
Previous Classification: n/a 
Previous Handling Restrictions: n/a 
Reference: n/a 

Review Action: RELEASED, APPROVED 
Review Authority: vandyklc 
Review Comment: n/a 
Review Content Flags: 

Review Date: 27 FEB 2004 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <27 FEB 2004 by MaustMC>; APPROVED <24 AUG 2004 by vandyklo 

Review Markings: 
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Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 
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